Internal Revenue Service, Treasury

and Table 90CM (mortality compo-
nents). These tables are used in deter-
mining the present value of annuities,
life estates, remainders, and rever-
sions. See §20.2031-7A of this chapter
for single life remainder factors and
mortality components applicable to
valuation dates before May 1, 1999.

(2) Intermal Revenue Service publica-
tions containing tables with interest rates
between 2.2 and 22 percent for valuation
dates after April 30, 1999. The following
documents are available for purchase
from the Superintendent of Docu-
ments, TUnited States Government
Printing Office, Washington, DC 20402:

(i) Internal Revenue Service Publica-
tion 1457, ‘‘Actuarial Values, Book
Aleph,” (7-1999). This publication in-
cludes tables of valuation factors, as
well as examples that show how to
compute other valuation factors, for
determining the present value of annu-
ities, life estates, terms of years, re-
mainders, and reversions, measured by
one or two lives. These factors may
also be used in the valuation of inter-
ests in a charitable remainder annuity
trust as defined in §1.664-2 and a pooled
income fund as defined in §1.642(c)-5.
See §20.2031-7TA of this chapter for pub-
lications containing tables for wvalu-
ation dates before May 1, 1999.

(ii) Internal Revenue Service Publi-
cation 1458, ‘‘Actuarial Values, Book
Beth,” (7-1999). This publication in-
cludes term certain tables and tables of
one and two life valuation factors for
determining the present value of re-
mainder interests in a charitable re-
mainder unitrust as defined in §1.664-3.
See §1.664-4A for publications con-
taining tables for valuation dates be-
fore May 1, 1999.

(iii) Internal Revenue Service Publi-
cation 1459, ‘‘Actuarial Values, Book
Gimel,” (7-1999). This publication in-
cludes tables for computing deprecia-
tion adjustment factors. See §1.170A-
12.

(d) Effective date. This section applies
after April 30, 1989.

[T.D. 8540, 59 FR 30149, June 10, 1994, as
amended by T.D. 8819, 64 FR 23210, 23229, Apr.
30, 1999; T.D. 8886, 66 FR 36928, 36943, June 12,
2000]

§1.7520-2

§1.7520-2 Valuation of charitable in-
terests.

(a) In general—(1) Valuation. Except
as otherwise provided in this section
and in §1.7520-3 (relating to exceptions
to the use of prescribed tables under
certain circumstances), the fair mar-
ket value of annuities, interests for life
or for a term of years, remainders, and
reversions for which an income tax
charitable deduction is allowable is the
present value of such interests deter-
mined under §1.7520-1.

(2) Prior-month election rule. If any
part of the property interest trans-
ferred qualifies for an income tax char-
itable deduction under section 170(c),
the taxpayer may elect (under para-
graph (b) of this section) to compute
the present value of the interest trans-
ferred by use of the section 7520 inter-
est rate for the month during which
the interest is transferred or the sec-
tion 7520 interest rate component for
either of the 2 months preceding the
month during which the interest is
transferred. Paragraph (b) of this sec-
tion explains how a prior-month elec-
tion is made. The interest rate for the
month so elected is the applicable sec-
tion 7520 interest rate. If the actuarial
factor for either or both of the 2
months preceding the month during
which the interest is transferred is
based on a mortality experience that is
different from the mortality experience
at the date of the transfer and if the
taxpayer elects to use the section 7520
rate for a prior month with the dif-
ferent mortality experience, the tax-
payer must use the actuarial factor de-
rived from the mortality experience in
effect during the month of the section
7520 rate elected. All actuarial com-
putations relating to the transfer must
be made by applying the interest rate
component and the mortality compo-
nent of the month elected by the tax-
payer.

(38) Transfers of more than one interest
in the same property. If a taxpayer
transfers more than one interest in the
same property at the same time, for
purposes of valuing the transferred in-
terests, the taxpayer must use the
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§1.7520-3

same interest rate and mortality com-
ponent for each interest in the prop-
erty transferred. If more than one in-
terest in the same property is trans-
ferred in two or more separate trans-
fers at different times, the value of
each interest is determined by the use
of the interest rate component and
mortality component in effect during
the month of the transfer of that inter-
est or, if applicable under paragraph
(a)(2) of this section, either of the two
months preceding the month of the
transfer.

(4) Information required with tax re-
turn. The following information must
be attached to the income tax return
(or to the amended return) if the tax-
payer claims a charitable deduction for
the present value of a temporary or re-
mainder interest in property—

(i) A complete description of the in-
terest that is transferred, including a
copy of the instrument of transfer;

(ii) The valuation date of the trans-
fer;

(iii) The names and identification
numbers of the beneficiaries of the
transferred interest;

(iv) The names and birthdates of any
measuring lives, a description of any
relevant terminal illness condition of
any measuring life, and (if applicable)
an explanation of how any terminal ill-
ness condition was taken into account
in valuing the interest; and

(v) A computation of the deduction
showing the applicable section 7520 in-
terest rate that is used to value the
transferred interest.

(5) Place for filing returns. See section
6091 of the Internal Revenue Code and
the regulations thereunder for the
place for filing the return or other doc-
ument required by this section.

(b) Election of interest rate component—
(1) Time for making election. A taxpayer
makes a prior-month election under
paragraph (a)(2) of this section by at-
taching the information described in
paragraph (b)(2) of this section to the
taxpayer’s income tax return or to an
amended return for that year that is
filed within 24 months after the later of
the date the original return for the
year was filed or the due date for filing
the return.

(2) Manner of making election. A state-
ment that the prior-month election

26 CFR Ch. | (4-1-03 Edition)

under section 7520(a) of the Internal
Revenue Code is being made and that
identifies the elected month must be
attached to the income tax return (or
to the amended return).

(3) Revocability. The prior-month
election may be revoked by filing an
amended return within 24 months after
the later of the date the original return
of tax for the year was filed or the due
date for filing the return. The revoca-
tion must be filed in the place referred
to in paragraph (a)(b) of this section.

(c) Effective dates. Paragraph (a) of
this section is effective as of May 1,
1989. Paragraph (b) of this section is ef-
fective for elections made after June
10, 1994.

[T.D. 8540, 59 FR 30149, June 10, 1994]

§1.7520-3 Limitation on the applica-
tion of section 7520.

(a) Intermal Revenue Code sections to
which section 7520 does not apply. Sec-
tion 7520 of the Internal Revenue Code
does not apply for purposes of—

(1) Part I, subchapter D of subtitle A
(section 401 et. seq.), relating to the in-
come tax treatment of certain quali-
fied plans. (However, section 7520 does
apply to the estate and gift tax treat-
ment of certain qualified plans and for
purposes of determining excess accu-
mulations under section 4980A);

(2) Sections 72 and 101(b), relating to
the income taxation of life insurance,
endowment, and annuity contracts, un-
less otherwise provided for in the regu-
lations under sections 72, 101, and 1011
(see, particularly, §§1.101-
2(e)(1)(iii)(b)(2), and 1.1011-2(c), Example

(3) Sections 83 and 451, unless other-
wise provided for in the regulations
under those sections;

(4) Section 457, relating to the valu-
ation of deferred compensation, unless
otherwise provided for in the regula-
tions under section 457;

(5) Sections 3121(v) and 3306(r), relat-
ing to the valuation of deferred
amounts, unless otherwise provided for
in the regulations under those sections;

(6) Section 6058, relating to valuation
statements evidencing compliance with
qualified plan requirements, unless
otherwise provided for in the regula-
tions under section 6058;
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